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Introduction 


On September 4, 1984, the new Canadian 
government was given a mandate to secure 
economic renewal. 


Economic renewal means restoring this coun- 
try’s capacity to create growth, jobs and 
opportunities for Canadians. 


To begin this process, the first budget of the 
new government proposes fair and realistic 
actions to achieve three major objectives: 


¢ encourage private initiative; 
¢ manage government more effectively; 


e control the national debt. 


This booklet highlights the budget’s proposals 
to manage government more effectively. It is 
one of a series of booklets summarizing the 
major objectives of the budget, and the gov- 
ernment’s proposals to achieve them. 


Managing Government More Effectively 


In this budget, the government has set itself a 
fundamental goal: to eliminate the obstacles 
to economic renewal posed by waste and inef- 
ficiency in government itself. 


During the past few months, many Canadians 
told us that they are willing to share the bur- 
den of deficit reduction if the government first 
puts its own house in order, pulls out of waste- 
ful and ineffective programs and allows the 
private sector to get on with the process of 
economic renewal. The actions that we are 
taking with this budget prove our commitment 
to do just that. The budget contains measures 
that will result in more efficient, more effec- 
tive and more responsive government. 


An Agenda for Action 


Last November, six weeks after taking office, 
the government took action to cut its borrow- 
ing requirements by $4.2 billion. Since then, 
the government has been looking at other 
ways to increase efficiency by cutting out 
unproductive programs, reducing overlap and 
duplication, and introducing further cost- 
recovery measures. A number of internal man- 
agement initiatives to recover costs, streamline 
government and reduce expenditures have 
been taken in the budget. 


In addition, the government has identified a 
number of programs and policies where fur- 
ther significant savings can be realized. A 
joint private-public sector task force under the 


chairmanship of the Deputy Prime Minister, 
the Honourable Erik Nielsen, is continuing its 
comprehensive examination of government 
programs with the aim of improving overall 
government management. The results of its 
work so far are reflected in a number of the 
measures that were announced in the budget. 


Cutting Government Overhead 


Significant actions were taken last November 
to reduce the cost of government. The budget 
sets out a number of additional internal meas- 
ures that we are taking to tighten our own 
belts and increase the effectiveness with which 
taxpayers’ dollars are spent. 


e The public service pension plan will be 
put on a fully-funded basis, and, as a 
result, in the long term any taxpayer 
subsidy will be eliminated. 


¢ The guarantee of full indexation of MPs’ 
and Senators’ pensions will be ended 
January 1, 1986. 


e An aggressive program is being put into 
place to improve the government’s man- 
agement of its cash and to dispose of 
property no longer needed for govern- 
ment purposes. 


e The number of public servants in 
1990-91 will be 15,000 fewer than 
at present. 


¢ There will be no compensation for infla- 
tion in the government’s operating and 
capital budgets. 


As a result of these measures and those taken 
in November, the government will realize sav- 
ings in excess of $2 billion this year, growing 
to over $3 billion by 1990. 


Better Management of Crown Corporations 


The government places a high priority on 
reducing the number of Crown corporations 
and on ensuring that those Crown corpora- 
tions still serving a public purpose operate in 
the most effective way. Where Crown corpo- 
rations such as Teleglobe, Canadair and 
Canadian Arsenals have a commercial value 
but are not essential, they will be sold. Other 
Crown corporations such as Canagrex and 
Canadian Sports Pool Corporation which have 
no commercial value and no specific policy 
purpose will be dissolved. Legislation elimi- 
nating up to 13 Crown corporations will be 
introduced shortly. 


More Effective Programs 


Improving government effectiveness must 
extend beyond internal operations. We are 
taking firm action to reduce the intrusion of 
government in the marketplace as well as to 
eliminate waste and inefficiency in govern- 
ment programs and make better use of our 
limited resources. We have identified a num- 
ber of specific program changes that will 
achieve these objectives and also yield 
significant savings. 


e We are capping some transportation 
subsidies and rationalizing VIA Rail 
operations. 


e Weare reducing ineffective industrial 
and agricultural subsidies and reducing 
expenditures on nuclear power systems 
research. 


e Weare closing the heavy water plants in 
Cape Breton because there has been no 
market for their product for several 
years. Workers at these plants will be 
provided with generous assistance in 
seeking alternative employment and new 
measures are proposed to attract viable 
and productive industrial development to 
the island. 


These program expenditure reductions will 
result in savings of about $500 million this 
year and almost $1.5 billion next year. 


Improving Social Programs 


Making programs more effective does not just 
mean cutting expenditures. It also means 
ensuring that limited resources go first to 
those most in need. The government is taking 
action to ensure that our social benefit pro- 
grams are more progressive. 


Benefits provided to families with children 
are among the most important direct social 
benefits provided by the government. They 
will be reorganized so that the child tax 
credit, which primarily benefits lower-income 
families, will be significantly increased. 


At the same time, over the next three years, 
we will be reducing the child tax exemption, 


which is of greater benefit to upper-income 
families. In addition, the income level at 
which the child tax credit begins to phase out 
will be lowered. These changes will mean that 
those Canadian families which have the great- 
est need will receive the greatest benefit. 


After years of discussion on pension reform, 
the new government is acting. 


The Federal Pension Benefits Standards Act 
is being amended: 


e to make it easier for workers to move to 
better jobs; 


e to increase the opportunity for full- and 
part-time workers to join pension plans; 


e to give workers the right to participate in 
the management of pension funds; and 


e to assist women in the work force and the 
spouses of pension plan members. 


Tax rules regarding private pension plans will 
be reformed in the coming years to end the 
unequal treatment that adversely affects the 
self-employed and others who save for retire- 
ment solely through RRSPs. 


Improving Tax Fairness 


To be effective the tax system must above all 
be fair. 


The budget includes a number of actions that 
will be taken now to ensure greater fairness in 
the tax system: 


a minimum income tax to be imposed on 
upper-income Canadians who pay little 

Or no income tax, beginning in the 1986 

taxation year; 


a temporary deficit-reduction surtax on 
high-income Canadians and large 
corporations; 


amendments which prevent taxpayers 
from avoiding tax by splitting income 
through loans to spouses and children; 


amendments to the Income Tax Act 
which better meet the needs of 
disabled Canadians; 


elimination of tax shelters involving prop- 
erty such as yachts, recreational vehicles, 
and hotels, and 


termination of the scientific research tax 
credit flow-out provisions, which were 
costly and subject to abuse, and replacing 
them with more effective assistance for 
research and development. 


Equally important is how the government col- 
lects taxes. The budget also includes a number 
of measures to achieve fairer tax administra- 
tion consistent with the Canadian Charter of 
Rights and Freedoms: 


extension of the “innocent until proven 
guilty” principle to cases involving dis- 
puted sales and excise taxes under the 
Excise Tax Act; 


e clear limits to Revenue Canada’s powers 
of search and seizure; and 


e limits on the government’s authority to 
make retroactive income tax regulations. 


Conclusion 


Achieving full economic renewal will take a 
sustained effort and some time. The Govern- 
ment of Canada recognizes it cannot ask 
Canadians to share the burden of deficit 
reduction if it has not first put its own house 
in order. The measures outlined in the budget 
to lower government overhead, manage the assets 
of Canada in an efficient manner, eliminate unpro- 
ductive and wasteful spending, improve the effec- 
tiveness of government programs and improve the 
fairness of the tax system are further evidence 
that the new government is determined to do 
just that in a balanced and fair manner. 
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